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Our 2001 enterprise plan is a balanced plan. It reflects sound business performance in 2001 with a
careful balance between profitability and growth. It also positions us well to actualize our longer-term
strategies based on what we know about the future environment.
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E-business Plan Highlights

Executive Summary
Our 2001 plan responds to the many challenges
and opportunities we and our industry face. The
plan's key theme is balance - balance between
growth and profit in 2001 operating goals; balance
between short-term results and investment in the
future; and balance between improving the health
business and seizing opportunities to diversify
the enterprise.
As discussed at the July Board meeting, we see
five forces driving fundamental change of our
business environment. Empowered consumers,
E-business, and financial services modernization
are three trends that will redefine how we bring
value to customers. Public policy and the future
Blue Cross and Blue Shield system present vast
uncertainty that could drastically reshape the
health industry and our company in particular.
We will continue to monitor all five of these
forces and the changes they produce, revising
both our strategies and the 2001 plan
as necessary.
In response to the environmental forces, we have
developed a strategic direction that is anchored by
an enterprise vision: "A company focused primari
ly on the health industry, delivering value through
an array of choices."
The core of the enterprise remains the health
business. Its continued growth and profitability is
key to our future success. However, in using the
term health industry rather than health care we
intend to broaden our view of the business. We
want to capture part of the dollars consumers
spend on health beyond what has traditionally
been included in health insurance products.
"Delivering value through an array of choices"
requires that we leverage the assets we have
developed over many years in the health business
to build and grow the other sectors. By emphasiz
ing governance and management of the enter
prise by sector, we will assure the appropriate
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focus on each sector. For Diversified Business,
Government Business, and E-business, the
direction is to leverage the enterprise's assets to
achieve rates of growth and profitability greater
than the Health Business sector.
The Health Business sector will continue to
balance 2001 growth and profitability while
addressing the vision of "affordable health care
choices." The development and implementation
of new products that provide choices to our cus
tomers is critical for 2001. This must be achieved
with greater customer focus, including improved
service and better understanding of customer
needs. These priorities will be reinforced as the
organization implements continuous improvement
as a core element of operating the business.
The Diversified Business sector will focus on
growth and profitability of current products while
pursuing opportunities to diversify into new prod
ucts that both gain new customers and gain
wallet share of current customers. The
Government Business sector has three areas
of priority for 2001 : (1 ) grow the traditional
business of administering Medicare A and B
contracts; (2) diversify into business opportunities
in which existing capabilities can be used to
create profit for the sector; and (3) continue to
improve the ability to manage the risk of
government business.
Our new E-business sector will focus on leverag
ing assets through business arrangements that
return economic and strategic value to the
enterprise. A major part of the E-business plan
for 2001 is the design of the business model that
is shaped by the environmental trends of
E-business, empowered consumers, and financial
services modernization. This is critical to our
success in the future health industry and in pro
tecting our customer base with optional products
that evolve under the new business models.

Based on our environmental assessment,
one of the key factors that will drive change
is E-business and E-commerce. There are new
business models emerging that will be enabled
and driven by E-business. In response to the
opportunities and threats, the E-business
sector has been created to address these
business challenges.
The E-business sector's vision is to "leverage
key enterprise assets through business ventures
(partnerships and alliances) that create value
for the enterprise." Enterprise assets such as
membership, providers, various relationships,
capabilities, information, and the Brand offer
tremendous leverage for developing and
exploiting opportunities. The E-business sector
will focus on new E-business models, versus
application of E-commerce to the current busi
ness processes. Use of E-commerce to enhance
current business processes will continue to be
the responsibility of each business sector based
on their strategy.
The Internet's pace of change will require
an ongoing and near real time capability to
understand emerging threats, market
discontinuity, and related opportunities. Speed
and innovation will be critical, as will use of
strategic alliances and affiliations.
The E-business sector will use a disciplined
approach in the development of the opportunities
chosen for business ventures. There are three key
steps in the process: opportunity identification,
conceptual modeling, and business plan
development. Each opportunity will have to
meet a defined set of criteria and financials
before approval for investment is received.

The 2 001 plan includes start-up costs for the
E-business sector of $8.5 million. During the year,
business opportunities will be developed and
business ventures likely created which are not
reflected in the 2001 plan. These will require
start-up costs that may result in additional losses
for the E-business sector during 2001. These will
be approved and funded from the investment
funds approved by the Board of Directors in the
creation of the E-business structure.
Priorities for 2001 will focus on the following
four areas.

Implement the Organization

Create the structure and continue to staff the
organization, implement areas of excellence, and
transition to managing the organization.

Develop New Business Models

Develop new business models that are based
on the trends and uncertainties occurring in
the health industry.

Assess Opportunities

Evaluate opportunities that allow us to leverage
assets and provide needed capabilities for the
enterprise while creating an attractive return on
the investment.

Leverage Capabilities

Develop appropriate business plans based on
commercialization of existing capabilities that can
be packaged and marketed to external clients.

Government Business Plan Highlights
The Government Business sector is legally
structured as Diversified Service Options, Inc. ,
a wholly owned subsidiary of Blue Cross Blue
Shield of Florida created in May 1 998 to hold its
traditional Medicare business. Currently,
Diversified Service Options, Inc. holds one
operating company, First Coast Service Options,
Inc. and has a 50% ownership interest in
TriCenturion, LLC. First Coast Service Options, a
for-profit Florida corporation, is primarily involved in
administering the traditional Medicare program in
Florida and Connecticut. TriCenturion, LLC., a for
profit Delaware corporation, is a joint venture with
Blue Cross and Blue Shield of South Carolina
focused on winning contracts associated with pro
tecting the Medicare program from fraud, waste,
and abuse.
Government Business' overarching strategy is
driven by a need to diversify its book of business
and improve its profitability. The strategy for
meeting this need emphasizes two actions:
( 1 ) taking existing capabilities to new, more
profitable markets, and (2) developing new
capabilities, with increased profit potential, for
existing markets. By aggressively leveraging its
capabilities and markets, Government Business
expects to increase profitability in 2001.
To move in its strategic direction, Government
Business has created business and operating
plans framed around the following six strategic
imperatives or critical success factors.

Create Value for Customers
Create value for customers by anticipating - not
just reacting to - their needs. "Raising the bar"
from good service to value creation will help
Government Business create the market reputa
tion it needs to be successful and retain existing
business. In 2001 , Government Business also will
focus on creating a brand identity and building a
better understanding of its changing customer base.

Achieve Financial Plan
Generate pretax income of $4.2 million in 2001
to compensate BCBSF for the use of its capital.

Improve Government Business Risk Profile
Balance the risk/reward proposition by
improving Government Business' risk profile.
Priorities in 2001 will focus on continuing
to enhance the control and compliance
environment, better protecting business
data and information, and improving risk
management capabilities.

Improve Business and Organizational Processes
Continuously improve processes in support of
Government Business' strategy. A comprehensive,
coordinated plan for improving organizational
effectiveness will be used in 2001 that includes a
process orientation rather than a functional one. In
2001 , Government Business also will align its
structure to better actualize its strategy.

Diversify Away from Traditional Medicare
Government Business' greatest strategic
vulnerability is that its business is concentrated
in traditional Medicare program administration.
Diversified growth, both in terms of taking existing
capabilities to new markets and building new
capabilities for existing markets, is responsive
to that vulnerability and is a priority for 2001 and
beyond. As a result, revenue/operating income
generated outside of traditional Medicare is
planned to increase in 2001.

Cultivate Culture Needed for Success
In 2001 , Government Business will continue to
address the most significant gaps between its
current culture and one that would better serve
its strategy. Improvements will be targeted in
leadership development, use of technology,
and people practices.

At the enterprise level, the 2001 focus will be on
public policy and the system of Blue Cross and
Blue Shield companies. For public policy, we will
continue our long-term campaign to educate
consumers, customers, and policymakers on the
value we bring to the market. In particular, we will
place emphasis on our strategy to provide a range
of affordable choices that meet diverse, ever
changing consumer needs and enhance the
image of BCBSF as a leader in the industry with
respect to issues of affordability, quality, choice,
satisfaction, and service. We will also continue
with influencing efforts at both the federal and
state levels to promote sound public policy that
is consistent with consumer needs and a market
based system. At the same time, we will prepare
for unfavorable public policy decisions that would
reduce our options in the health business.
We will continue our efforts to influence
decisions to strengthen the Blues system by
working with other plans and through the Blue
Cross and Blue Shield Association. These efforts
will focus on protecting exclusive service areas
and brand integrity. However, we also must serve
our customers in ways that maximize our
prospect of retaining their business if, under less
cooperative conditions, other Blues move into
Florida. As consolidation continues in the Blues
system, our role and desired outcomes will be
a key area of strategic focus over the next
1 8 - 2 4 months.
Selective profitable growth is the driving factor of
our 2001 marketing plan. The brand promise and
the product and services delivery strategy will be
the foundation for Health Business marketing
efforts. Keying off the strong enrollment growth
in 1 998-2000, our expected net gain for Health
Business in 2001 is 95,000 contracts, or 1 6 1 ,500
members. A retention rate of 87.8% is targeted.
Our 2001 plan reflects selective pursuit of growth

opportunities, continuing with a disciplined
approach to pricing and underwriting to remain
profitable. Significant growth also is expected in
our Diversified Business sector - revenue is
projected to increase by 1 8% over 2000 driven
by growth in dental and long-term care business.
Consolidated net income of $13 4 million is
planned for 2001. This reflects an increase of
86% compared to our 2000 plan, and 91 %
compared to our current 2000 forecast. Excluding
the reduction in National Accounts access fees of
approximately $1 0.0 million and the $8.5 million
operating loss associated with the E-business
start-up, planned pre-tax income is up approxi
mately 1 1 2% over the current 2000 forecast.
Year-end equity is forecasted at $1. 101 billion. Our
2001 plan reflects the continuation of significant
pricing actions to improve profitability. Managing
medical costs and administrative costs continue
to be areas of focus, acknowledging that there
are significant upward pressures in industry-wide
medical costs. The corporation's balance sheet
remains strong, and we expect to maintain our
favorable ratings from A. M. Best and
Standard & Poors.
In summary, the plan for 2001 is balanced and
reflects sound business performance which
positions us well to actualize our strategies based
on what we know about the future environment.
Our strategic planning work will continue, and
plan changes may be needed as environmental
issues become clearer, particularly those revolv
ing around public policy and Blues system issues.
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Executive Summary

Diversified Business Plan Highlights

2001 Plan Overview by Business Sector
Business Sector

2001 Plan Priorities

Overall Enterprise

• Continue public policy influencing activities to
achieve positive outcomes. Develop and initiate
plans to respond to potential adverse outcomes
• Enhance influencing activities to achieve positive
outcomes in the Blue Cross and Blue Shield system
of companies. Develop and initiate plans to respond
to potential adverse outcomes
• Develop future business model that considers the
importance of consumer empowerment, E-business
and financial services modernization
• Develop initiatives that address the enterprise areas
of excellence - information, brand management, and
organization effectiveness (including continued
assessment of corporate structure options)

Health Business Sector

• Develop and begin implementation of affordable
healthcare choice products
• Improve customer service and initiate transition to
customer-centric organization
• Implement process improvements such as
Virtual Office, Information Management, and
the Group and Member Acquisition System
• Achieve profitable growth (2001 plan reflects 1 6%
revenue growth and 1 03% profit growth)

Diversified Business Sector

• Achieve growth in dental and long-term care products
• Continue diversification/research and development
• Evaluate unprofitable lines of business

• Improve risk management
• Implement the organization
• Develop new business models to address health
industry changes
• Assess opportunities
• Leverage existing capabilities with other
business partners
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Customer Focus
Attention will continue to be focused on meeting
customer needs. This includes developing new
products and services as well as exceeding serv
ice expectations of our customers.

• Improve profitability
• Assess and develop diversification opportunities

E-business Sector

Diversified Business' long-term strategy is to
become a multi-product organization dedicated to
focusing on its customers' needs and satisfying
them in a caring, competitive manner. To achieve
this goal, Diversified Business will leverage the
BCBSF brand and its Florida market customer
base, seeking growth and profitability in new, as
well as existing, products. Immediate priorities
are to maintain/improve performance of existing
products and markets while also assessing new
opportunities. Plan priorities for 2001 are
summarized by the following four focus areas.

• Provide caring solutions/increase customer focus
• Improve profitability of existing business

Government Business Sector

I"

Diversified Business is a group of insurance
and related businesses focused on serving its
customers and those of BCBSF by packaging
products and services, providing choices, and
delivering caring solutions. In this way, Diversified
Business meets customer needs and supports
enterprise objectives for profit, retention, and
sales. Major product lines currently include life
and disability, dental, long-term care, workers'
compensation, and third party administration
services. Additionally, Diversified Business helps
identify, analyze, and develop new diversification
opportunities for BCBSF

Growth
Revenue is projected to grow 1 8% in 2001. This
growth is driven by an increase in dental revenues
resulting from the introduction of a full line of
group dental products in 2000, as well as signifi
cant growth in long-term care premium.

Profitabi I ity
Profits before income taxes are expected to grow
by approximately 27% in 2001 to $3.8 million. This
increase is attributable to improved profitability in
the fully insured workers' compensation business,
albeit still at a small loss, and profitable growth in
the long-term care line. Diversified Business
planned unit costs are lower in 2001 than 2000,
with all product lines demonstrating year over
year improvement.
Research and Development
The 2001 plan includes research and development
activities within Diversified Business to identify
and assess business diversification opportunities.
However, start-up costs are not reflected in the
2001 plan for any new business diversification.

Health Business Plan Highlights

Executive Summary

Aggressive and proactive efforts to positively
influence public policy will also continue in 2001 .
Public understanding and influencing campaigns
will be designed to gain support for public policy
consistent with a market-based health care
system. We will propose solutions and practical
ideas to change laws and regulations that harm
our customers, limit choices, and hamper the
market-based system. We will counter organized,
special interest assaults on health plans by devel
oping creative ways to mobilize our customers,
employees and our allies. We will also take
leadership roles within our trade associations and
with other external groups to improve influencing
efforts. The impact of the November 2000
elections on public policy issues will continue
to be evaluated, and strategies to respond will
be developed.

Consolidated Statement of Operations
2001 Plan Versus 2000 Projection and Plan

We will continue to place emphasis on providing
a range of affordable choices to meet diverse and
ever-changing consumer needs. In addition, the
development and deployment of affordable
healthcare choices will help provide solutions to
the uninsured market. We will also provide
assistance to government and community-based
resources in developing caring health care
solutions for those who are unable to
obtain coverage.
National Association

We are continuing to see more competition and
conflict among the Blue Cross and Blue Shield
companies, increased pressure on fees
associated with national account programs, and
a greater threat to the value of the brand - our
most valuable asset. The continuing turmoil in the
industry and the increased desire by some Blues
companies to have regional and even national
reach are speeding the pace of Blues
consolidations and affiliations. We have several
2001 priorities to address these issues.

Protection of exclusive service areas and brand
integrity will remain a focus. We will continue to
work with other Blues companies and through
the Blue Cross and Blue Shield Association to
secure decisions that maintain and strengthen the
Blues system. However, we will also prepare for
the threat of other Blues moving into Florida and
serve our customers in ways that maximize our
prospect of retaining their business if this occurs.
To enhance our ability to market to Florida-based
national customers, we will focus on developing
better control plan capabilities. Alliances and/or
strategic partnerships with other Blues
companies will be pursued as an avenue for
acquiring these capabilities. We will also continue
to manage the business, legal, regulatory, and
financial issues associated with BlueCard and
other national programs, raising awareness
of the Association and Blues companies
where necessary.
Activities to try to influence Association thinking
regarding appropriate recognition for the value
BCBSF brings to the market and the Blues sys
tem will continue as a priority in 2001. The focus
will be on adequate compensation for network
access and ad ministration. We will also evaluate
alternative revenue sources to stabilize and
enhance the profitability of this business.
Delivery of Association mandates and licensing
standards will also continue as a priority in 2001.
We will place increased pressure on the Blues
system to ensure that any new mandates or
standards provide substantial financial returns.

($Millions)

2000
Plan 1

Revenue3

2000
Projection

%

2001
Plan2

Change

Change

$4,840

$4,961

$5,715

$754

15%

59

73

78

5

7%

Total Revenue

4,899

5,034

5,793

759

15%

Claims and medical expense3

3,836

3,946

4,523

577

15%

952

980

1 ,060

80

8%

4,788

4,926

5,583

657

13%

Before tax income

111

1 08

210

1 02

94%

Income Tax

39

38

76

38

1 00%

$72

$70

$134

$64

91%

Investment/related income

Operating expense (net)
Total Expense

Net Income

1

Reflects a restatement of operating expense with an offsetting reduction in medical expense.

2

The 2001 plan includes an operating loss for the E-business sector of $8.5 million. During the year,
business opportunities will be developed and business ventures likely created which are not reflected
in the 2001 plan. These will require start-up costs that may result in additional losses for the E-business
sector during 2001.

3

Excludes premium equivalents.

We will also continue to manage the Federal
Employee Program, an important Association
program, including an increased focus on
contract compliance and the potential effect on
our administrative expense and risk exposure.
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Environmental Assessment
Our environmental assessment was discussed
at the July Board meeting. Developments since
then have reinforced our conclusion that our
industry will continue to experience vast change
related to three major trends: consumer empow
erment, E-business, and financial services
modernization; and two areas of significant
uncertainty, public policy and the Blues system.
For all products and services, consumers
are demanding more convenience, timeliness,
consistency, quality, control, personalized service,
and choice. Our industry will need to meet those
expectations. In particular, if employers shift to
defined contribution plans, consumers will
assume more accountability for and control of
their health care purchasing. This will drive the
development of new health care financing and
delivery models. Development of programs to
respond to evolving consumer needs will have
significant ramifications on network and provider
relationship strategies.
E-business and E-commerce will be a key factor
in reshaping the world's economy. E-business
tools will enable new models for bringing value to
the customer. Resulting capabilities that support
products and cost structures will fundamentally
dismantle the current form of the health care
industry. Components of the current value chain
that will be significantly reshaped or replaced
include distribution, customer service,
and financing.
The Gramm-Leach-Bliley Act (financial services
modernization) and its regulations will reshape
industry boundaries by enabling further integra
tion of banks, brokerages, and insurance compa
nies. They also will add to the complexity of the
regulatory environment - at least until federal
and state regulatory responsibilities are clarified.
Financial services modernization presents both
opportunities and threats. It will provide
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opportunities for us to expand our products and
services beyond health care into a wider array
of new products, using both our existing and
new business models. In combination with the
capabilities provided by E-business and E-com
merce, it greatly enhances opportunities for
product innovation. It also represents a threat
from potential new entrants that might compete
in traditional and/or new markets.
In many respects, managed care's opponents
have won the public relations battle and, there
fore, have enjoyed considerable success in the
public policy arena. Attempts to increase liability
for health care insurers and employers may drive
competitors out of the market and prompt some
self-insured employers to discontinue providing
health care benefits as currently structured.
Legislators and regulators continue to limit
how health insurers can serve their customers
with respect to benefits, provider payments,
and product pricing. Proponents of a single
payer system stand ready to take advantage
of any opportunity to advance their position.
The level of conflict and dissension among the
Blue Cross and Blue Shield companies continues
to increase. Specific issues that divide the Blues
are double branding, exclusive service areas, and
the fee structure of national programs such as
BlueCard. These issues threaten a major BCBSF
corporate asset, the Blue Cross and Blue Shield
name and marks. The loss of exclusive service
areas would increase competition and, more
importantly, significantly dilute the Blue brand.
It would cause considerable market confusion,
not only for customers, but for providers as well.
Because of their diverse perspectives, conclu
sions, and intentions, Blues companies are going
in different strategic directions leading to disunity.
At the extreme, a disintegration of the Blues
system is possible.

1•

II

To meet the need for talented human resources,
2001 will see a continuing focus on improving
employee selection and development processes,
and enhancing our performance management
and reward capabilities. Improved employee
communication programs and overall employee
satisfaction will also be emphasized.
A major undertaking for the organization in 2001
will be preparing for implementation of adminis
trative simplification provisions from the Health
Insurance Portability and Accountability Act
which mandates standardization of electronically
transmitted administrative and financial health
information. Final regulations were released in
November 1 999, with compliance mandated
for October 2002.
Information management strategies will be
implemented in 2001 to support effective and effi
cient use of information technology. These strate
gies will help provide accurate, secure, high quali
ty, readily accessible data and information for cor
porate problem-solving, decision-making, and sup
port of customer service.
We will continue to pursue development of
strategic capabilities, as well as continuous
improvements to existing processes. Following
Virtual Office's successful implementation of
online claims adjudication for HMO simplified
products in 2000, we will focus 2001 efforts
on statewide deployment of H MO claims
capabilities, replacing the current medical
clearance process with an Internet-based
application to be deployed for all lines of health
business, and establishing capabilities to process
PPO claims. Work will also continue on the Group
and Member Acquisition initiative which focuses
on developing mechanisms to rapidly identify
prospects, qualify them, issue rate quotes, and
enroll and re-enroll members. Ongoing strategic

planning work also continues as an important
priority, especially as we continue work to identify
the future health business model.
To better plan, manage, coordinate, and monitor
key corporate initiatives, we will continue to build
a corporate project management office in 2001.
Our plan continues to demonstrate a commit
ment to implementing and enforcing policies,
programs, and practices to maximize compliance
with all applicable laws and regulations, and with
our own standards of conduct.
Public Understanding
We face a very dynamic and difficult
environment. More than ever, the environment
is influenced by state and, particularly, federal
politics, which, in turn, are influenced by
unfavorable perceptions of our industry. The
public's negative perceptions are further
compounded by consumers' increasing demand
for more choices to meet their varying needs.
Consumers' positive experiences with other
service industries often leave them feeling
frustrated with their health plan and diminishes
the value they see in our products. Adding to the
challenges we face in the current environment is
the need to maintain and improve key publics'
positive perceptions of BCBSF - especially as
the company makes decisions to change provider
networks, change benefits, and implement
further rate increases in 2001.
Priorities for 2001 are strengthening our brand,
influencing development of positive public policy,
and developing and deploying affordable health
care choices. To support brand management, we
will continue our long-term campaign to educate
consumers, customers, and policymakers on the
value we bring to the market. These efforts will
focus on enhancing the image of BCBSF as a
leader in providing affordability, quality, choice,
satisfaction, and service.

Health Business Plan Highlights

Enterprise Strategic Direction

corporate financial strategy. As a result, our 2001
plan reflects pricing actions to improve profitabili
ty, recognizing this may negatively affect sales
and retention in certain markets.

Our enterprise direction begins with our business
concept or vision: "A company focused primarily
on the health industry, delivering value through an
array of choices." Strategic direction has been
based on this business concept and our
assessment of the environment.

Significant industry increases in medical costs
continue, reflecting considerable pressures and
cost increases, primarily from hospitals and
pharmacy costs. Our 2001 plan includes numer
ous programs to manage medical costs. Based
on these programs, the medical loss ratio is
planned to decrease to 8 1.5% from the 2000
projection of 82.3% .
Managing and reducing administrative costs con
tinue as important priorities. While considerable
progress has been made, significant expenditures
continue to be required to support mandatory
initiatives and develop process enhancements.
The Health Business sector's 2001 administrative
expense budget of $880 million includes $1 26
million to fund development projects and key
initiatives. However, even with these sizable
project dollars, administrative expense as a
percent of revenue is planned to decrease to
1 2. 1 % from the 2000 projection of 13. 1 % .
Based on the financial results planned for Health
Business in 2001 , we expect to maintain a strong
balance sheet and favorable external ratings and
capital benchmarks.

Delivery Systems
Our customers value our products for the choice
and access, quality, service and affordability they
gain through our delivery system networks.
Maintenance, stability and improvement of these
attributes will strengthen our product platform
and enhance customer satisfaction. Emphasizing
these areas in 2001 is essential to realizing our
vision of affordable health care choices.

The immediate focus is maintenance and
stabilization of our delivery system networks. We
will strive to maintain and improve physician and
hospital relationships, enhance reimbursement
methods, and revise network composition to
improve the performance of current and
planned products.
To meet our members' needs for access to high
quality, cost effective health care, 2001 efforts will
continue to emphasize programs to monitor, fore
cast, and aggressively manage cost, quality,
access and service. In addition to ongoing
medical cost management programs, we will
implement a new physician-profiling tool. Special
emphasis will be placed on managing pharmacy
costs. Quality management continues as a signifi
cant area of focus in 2001 , with work efforts
emphasizing both the quality of medical care and
the quality of administrative services provided to
our customers. We will also work to ensure that
applicable statutory, regulatory, and credentialing
standards are met. Actualization of the revised
network strategies will be a priority to ensure that
our members have appropriate network access.
Development and implementation of care
management and healthcare information pro
grams will also continue in 2001. Existing care
management programs will be modified and new
care management processes will be implemented
to support consumer needs and medical cost
management. Care management programs will
be designed to integrate with Virtual Office.

Organizational Effectiveness
In 2001 , we will continue to focus on the human
processes, structure, and systems required at the
enterprise and sector level to be successful in
today's competitive, diverse, customer driven
marketplace. Several key areas of focus have
been established for 2001.

To realize our enterprise business concept, we
must respond to three fundamental conclusions
about our future:
• The next five years will bring tremendous
change to our industry and to all business.
To remain successful, we will have to change
our company as never before.
• Our past investments of time, money,
and effort have led to strong current results
and have provided us with some valuable
assets. We can and must use those assets
creatively and effectively to take advantage
of new opportunities.
• For the core health care business, in particular,
we must invent a new model for delivering
value to the customer.
Based upon these conclusions and our assess
ment of the environment, we have developed the
following key elements that must be addressed
to execute our enterprise strategic direction:
• The enterprise will be governed and managed
at the enterprise level and by business sector:
Health Business, Diversified Business,
Government Business, and E-business.
• We will pursue E-business opportunities to
drive our future business models to more
effectively deliver products/services. To assure
the appropriate focus, we have created a
separate E-business sector.

• The rate of growth in non-health business
sectors is expected to exceed growth in
health business.
• We will seek synergies among our different
sectors. Health care business provides the
customer base and brand that can be leveraged
to achieve growth, scale, margin, and other
business opportunities. The other businesses
provide complementary products, substitute
products, additional capabilities, scale, and
margins that keep the enterprise strong
and vibrant.
• Alternative legal structures that may better
support our enterprise direction will continue
to be considered.
• BCBSF brand management excellence will be
achieved as we use it to grow both our health
and non-health businesses. We also must build
the brands of our other business sectors.
• Capturing, analyzing, and using information will
be made a core strength.
• Work at the federal and state levels will
continue to promote good public policy that is
consistent with our values. At the same time,
we must be prepared for unfavorable public
policy decisions that would reduce our options
in the health business.
• We must continue to try to influence decisions
that would strengthen the Blues system by
working with other Blue Cross and Blue Shield
companies, and through the Blue Cross and
Blue Shield Association. However, we also must
serve our customers in ways that maximize our
prospect of retaining their business if, under
less cooperative conditions, other Blues move
into Florida.
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Health Business Plan Highlights
The core Health Business has grown rapidly
over the last three years, adding nearly 750,000
members and achieving 25% market share.
Profitability and competitive positioning have also
improved substantially. Notwithstanding these
results, the industry and BCBSF find themselves
in a more hostile and rapidly changing environ
ment than at any other time in the recent past.
Public policy, consumer empowerment,
E-business, and financial services modernization
are driving vast change. Delivery system net
works, medical costs, and service expectations
are also critical issues in this environment. We
have reached three fundamental conclusions:
( 1 ) survival will require massive change; (2) we
must leverage our assets; and (3) we must
reinvent the Health Business.
Our vision for the health care sector is
"affordable health care choices''. To realize this
vision, we must become a more customer-centric
organization. Product development, product
quality, and customer service are key areas where
our health business must excel. Operationally,
to advance this vision, we have adopted a
threefold approach: ( 1 ) attain excellence and
continuously improve the current health care
business model; (2) achieve higher levels of
performance in the current business model
through process redesign; and (3) develop the
new health care business model(s). Therefore, our
greatest challenge is to achieve the appropriate
balance between growth and profitability in 2 001 ,
and between short-term results and
investments in our future.
Plans for the Health Business sector in 2 001
are summarized by the seven corporate
objectives in the sections that follow. Plan
highlights for Organizational Effectiveness,
Public Understanding and National Association
include enterprise-level plan highlights, as well
as Health Business plan highlights.
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Customer Satisfaction

Market Leadership

Customer service excellence is foundational to
achieving our vision of affordable health care
choices. Customer satisfaction, retention, and
loyalty are critical to our corporate growth and
profitability goals. Areas of focus for 2 001 will
include immediate improvements in customer
service, as well as investments in
future capabilities.

Improved customer satisfaction and product
positioning are crucial to our progress in market
leadership. As in 2 000, our goal remains selective
profitable growth. Several key priorities have been
established for 2 001 to support our growth goal,
and provide the foundation to maintain and
enhance our market leadership position on a
longer term basis.

"
,.

Our 2 001 plan emphasizes the first step
necessary in satisfying customers - gaining better
knowledge of their needs and expectations. This
will be achieved through customer surveys,
market research, customer profiling, and
improved customer segmentation. We will
continue to improve customer relationships by
listening, learning, and acting on their input. This
knowledge will enable us to address immediate
customer requirements and develop products
that more adequately meet their needs.
Substantial enhancements in customer service
will be a priority for 2 001. An area of immediate
focus will be improvements to our current
service capabilities, emphasizing timeliness,
accuracy, and access. We will also focus on the
development and deployment of future customer
capabilities. Implementation of Virtual Office will
continue to help make significant improvements
in service to customers and providers while
reducing our administrative costs.
We will also begin migration to a more
customer-centric organization, creating a culture
that recognizes the "voice of the customer " in
all facets of the business. The customer-centric
organization will help guide product development
efforts and service delivery to help achieve our
objective of customer satisfaction.

In addition to improvements in customer segmen
tation, we will pursue substantial improvements
to our product development and product manage
ment processes, focusing on development and
delivery of a full spectrum of programs, services,
and simplified products. Enhancements to the
distribution system and channel management
processes will be made in 2 001. This improve
ment effort is designed to optimize the use of
multiple distribution channels to achieve
improved sales and customer service, and
reduce acquisition costs.
Recognizing the growing consumerism trend
and the potential for defined contribution benefit
plans, a new Individual Business Unit was
established in 2 000. During 2 001 this business
unit will focus on developing and implementing
strategies for the individual consumer market to
include defined contribution capabilities.
/1
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We will also expand National Account and
E-commerce capabilities in 2 001. National Account
efforts will focus on improving our ability to act
as the control plan for Florida-based national
business. For E-commerce, we will continue
exploration and implementation of opportunities
to expand use of electronic commerce to support
marketing and sales applications, customer
self-service, and dissemination of health care
information to both providers and subscribers.

Keying off of the strong enrollment growth in
recent years, our net gain planned for 2 001 is
95,000 contracts, or 1 6 1 ,500 members. The
targeted retention rate is 87.8% .

Fina ncia l Strength
Maintaining and improving Health Business
financial performance remains a major area of
focus. Significant industry-wide trends continue
to affect our financial planning including
escalating medical costs, pricing pressures due
to marketplace competition, and restrictions on
what the government will pay for Medicare HMO
business. While many of our competitors have
exited the Medicare HMO business in some or all
Florida counties, our 2 001 plan reflects continued
participation, with significantly restructured
benefits and premiums. Our 2 001 plan carefully
balances growth and profitability with a focus on
profitable growth to ensure we have the capital
to meet current and future needs. Despite
significant external pressures, the 2 001 plan
reflects favorable financial performance.
Net income of $134 million is planned for Health
Business in 2 001. This represents a $68 million or
103% increase over the current 2 000 projection,
or an increase of $65 million or 94% over our
2 000 plan. This increase would have been higher
if not for the reduction in National Accounts
access fees of approximately $10 million. The net
income plan is driven by a need to maintain finan
cial strength as measured by policyholder equity
and capital measures.
Premium revenue is planned to increase 1 6%
over the 2 000 projection due to additional
enrollment, shifts in enrollment mix, and price
increases. Including premium equivalents on
administrative services only business, planned
revenue growth is 1 8% . Higher profit targets
continue to be implemented as part of our

Health Business Plan Highlights
The core Health Business has grown rapidly
over the last three years, adding nearly 750,000
members and achieving 25 % market share.
Profitability and competitive positioning have also
improved substantially. Notwithstanding these
results, the industry and BCBSF find themselves
in a more hostile and rapidly changing environ
ment than at any other time in the recent past.
Public policy, consumer empowerment,
E-business, and financial services modernization
are driving vast change. Delivery system net
works, medical costs, and service expectations
are also critical issues in this environment. We
have reached three fundamental conclusions:
( 1 ) survival will require massive change; (2) we
must leverage our assets; and (3) we must
reinvent the Health Business.
Our vision for the health care sector is
"affordable health care choices ': To realize this
vision, we must become a more customer-centric
organization. Product development, product
quality, and customer service are key areas where
our health business must excel. Operationally,
to advance this vision, we have adopted a
threefold approach: ( 1 ) attain excellence and
continuously improve the current health care
business model; (2) achieve higher levels of
performance in the current business model
through process redesign; and (3) develop the
new health care business model(s). Therefore, our
greatest challenge is to achieve the appropriate
balance between growth and profitability in 2001 ,
and between short-term results and
investments in our future.
Plans for the Health Business sector in 2001
are summarized by the seven corporate
objectives in the sections that follow. Plan
highlights for Organizational Effectiveness,
Public Understanding and National Association
include enterprise-level plan highlights, as well
as Health Business plan highlights.

Customer Satisfaction
Customer service excellence is foundational to
achieving our vision of affordable health care
choices. Customer satisfaction, retention, and
loyalty are critical to our corporate growth and
profitability goals. Areas of focus for 2001 will
include immediate improvements in customer
service, as well as investments in
future capabilities.
Our 2001 plan emphasizes the first step
necessary in satisfying customers - gaining better
knowledge of their needs and expectations. This
will be achieved through customer surveys,
market research, customer profiling, and
improved customer segmentation. We will
continue to improve customer relationships by
listening, learning, and acting on their input. This
knowledge will enable us to address immediate
customer requirements and develop products
that more adequately meet their needs.
Substantial enhancements in customer service
will be a priority for 2001. An area of immediate
focus will be improvements to our current
service capabilities, emphasizing timeliness,
accuracy, and access. We will also focus on the
development and deployment of future customer
capabilities. Implementation of Virtual Office will
continue to help make significant improvements
in service to customers and providers while
reducing our administrative costs.
We will also begin migration to a more
customer-centric organization, creating a culture
that recognizes the "voice of the customer" in
all facets of the business. The customer-centric
organization will help guide product development
efforts and service delivery to help achieve our
objective of customer satisfaction.

fJ

Market Leadership
Improved customer satisfaction and product
positioning are crucial to our progress in market
leadership. As in 2000, our goal remains selective
profitable growth. Several key priorities have been
established for 2001 to support our growth goal,
and provide the foundation to maintain and
enhance our market leadership position on a
longer term basis.
In addition to improvements in customer segmen
tation, we will pursue substantial improvements
to our product development and product manage
ment processes, focusing on development and
d elivery of a full spectrum of programs, services,
and simplified products. Enhancements to the
distribution system and channel management
processes will be made in 2001. This improve
ment effort is designed to optimize the use of
multiple distribution channels to achieve
improved sales and customer service, and
reduce acquisition costs.
Recognizing the growing consumerism trend
and the potential for defined contribution benefit
plans, a new Individual Business Unit was
established in 2000. During 2001 this business
unit will focus on developing and implementing
strategies for the individual consumer market to
include defined contribution capabilities.
We will also expand National Account and
E-commerce capabilities in 2001. National Account
e fforts will focus on improving our ability to act
as the control plan for Florida-based national
business. For E-commerce, we will continue
exploration and implementation of opportunities
to expand use of electronic commerce to support
marketing and sales applications, customer
self-service, and dissemination of health care
information to both providers and subscribers.

Keying off of the strong enrollment growth in
recent years, our net gain planned for 2001 is
95, 000 contracts, or 1 6 1 ,500 members. The
targeted retention rate is 87.8%.
Financial Strength
Maintaining and improving Health Business
financial performance remains a major area of
focus. Significant industry-wide trends continue
to affect our financial planning including
escalating medical costs, pricing pressures due
to marketplace competition, and restrictions on
what the government will pay for Medicare HMO
business. While many of our competitors have
exited the Medicare HMO business in some or all
Florida counties, our 2001 plan reflects continued
participation, with significantly restructured
benefits and premiums. Our 2001 plan carefully
balances growth and profitability with a focus on
profitable growth to ensure we have the capital
to meet current and future needs. Despite
significant external pressures, the 2001 plan
reflects favorable financial performance.
Net income of $1 3 4 million is planned for Health
Business in 2001. This represents a $68 million or
1 03% increase over the current 2000 projection,
or an increase of $65 million or 9 4 % over our
2000 plan. This increase would have been higher
if not for the reduction in National Accounts
access fees of approximately $1 0 million. The net
income plan is driven by a need to maintain finan
cial strength as measured by policyholder equity
and capital measures.
Premium revenue is planned to increase 1 6 %
over the 2000 projection due to additional
enrollment, shifts in enrollment mix, and price
increases. Including premium equivalents on
administrative services only business, planned
revenue growth is 1 8 % . Higher profit targets
continue to be implemented as part of our
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Health Business Plan Highlights

Enterprise Strategic Direction

corporate financial strategy. As a result, our 2001
plan reflects pricing actions to improve profitabili
ty, recognizing this may negatively affect sales
and retention in certain markets.

Our enterprise direction begins with our business
concept or vision: "A company focused primarily
on the health industry, delivering value through an
array of choices." Strategic direction has been
based on this business concept and our
assessment of the environment.

Significant industry increases in medical costs
continue, reflecting considerable pressures and
cost increases, primarily from hospitals and
pharmacy costs. Our 2 001 plan includes numer
ous programs to manage medical costs. Based
on these programs, the medical loss ratio is
planned to decrease to 8 1.5% from the 2000
projection of 82.3% .
Managing and reducing administrative costs con
tinue as important priorities. While considerable
progress has been made, significant expenditures
continue to be required to support mandatory
initiatives and develop process enhancements.
The Health Business sector's 2001 administrative
expense budget of $880 million includes $1 26
million to fund development projects and key
initiatives. However, even with these sizable
project dollars, administrative expense as a
percent of revenue is planned to decrease to
1 2. 1 % from the 2000 projection of 1 3. 1 % .
Based on the financial results planned for Health
Business in 2001 , we expect to maintain a strong
balance sheet and favorable external ratings and
capital benchmarks.

Delivery Systems
Our customers value our products for the choice
and access, quality, service and affordability they
gain through our delivery system networks.
Maintenance, stability and improvement of these
attributes will strengthen our product platform
and enhance customer satisfaction. Emphasizing
these areas in 2001 is essential to realizing our
vision of affordable health care choices.
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The immediate focus is maintenance and
stabilization of our delivery system networks. We
will strive to maintain and improve physician and
hospital relationships, enhance reimbursement
methods, and revise network composition to
improve the performance of current and
planned products.
To meet our members' needs for access to high
quality, cost effective health care, 2001 efforts will
continue to emphasize programs to monitor, fore
cast, and aggressively manage cost, quality,
access and service. In addition to ongoing
medical cost management programs, we will
implement a new physician-profiling tool. Special
emphasis will be placed on managing pharmacy
costs. Quality management continues as a signifi
cant area of focus in 2001 , with work efforts
emphasizing both the quality of medical care and
the quality of administrative services provided to
our customers. We will also work to ensure that
applicable statutory, regulatory, and credentialing
standards are met. Actualization of the revised
network strategies will be a priority to ensure that
our members have appropriate network access.
Development and implementation of care
management and healthcare information pro
grams will also continue in 2 001. Existing care
management programs will be modified and new
care management processes will be implemented
to support consumer needs and medical cost
management. Care management programs will
be designed to integrate with Virtual Office.
Organizational Effectiveness
In 2 001 , we will continue to focus on the human
processes, structure, and systems required at the
enterprise and sector level to be successful in
today's competitive, diverse, customer driven
marketplace. Several key areas of focus have
been established for 2001.

To realize our enterprise business concept, we
must respond to three fundamental conclusions
about our future:
• The next five years will bring tremendous
change to our industry and to all business.
To remain successful, we will have to change
our company as never before.
• Our past investments of time, money,
and effort have led to strong current results
and have provided us with some valuable
assets. We can and must use those assets
creatively and effectively to take advantage
of new opportunities.
• For the core health care business, in particular,
we must invent a new model for delivering
value to the customer.
Based upon these conclusions and our assess
ment of the environment, we have developed the
following key elements that must be addressed
to execute our enterprise strategic direction:
• The enterprise will be governed and managed
at the enterprise level and by business sector:
Health Business, Diversified Business,
Government Business, and E-business.
• We will pursue E-business opportunities to
drive our future business models to more
effectively deliver products/services. To assure
the appropriate focus, we have created a
separate E-business sector.

• The rate of growth in non-health business
sectors is expected to exceed growth in
health business.
• We will seek synergies among our different
sectors. Health care business provides the
customer base and brand that can be leveraged
to achieve growth, scale, margin, and other
business opportunities. The other businesses
provide complementary products, substitute
products, additional capabilities, scale, and
margins that keep the enterprise strong
and vibrant.
• Alternative legal structures that may better
support our enterprise direction will continue
to be considered.
• BCBSF brand management excellence will be
achieved as we use it to grow both our health
and non-health businesses. We also must build
the brands of our other business sectors.
• Capturing, analyzing, and using information will
be made a core strength.
• Work at the federal and state levels will
continue to promote good public policy that is
consistent with our values. At the same time,
we must be prepared for unfavorable public
policy decisions that would reduce our options
in the health business.
• We must continue to try to influence decisions
that would strengthen the Blues system by
working with other Blue Cross and Blue Shield
companies, and through the Blue Cross and
Blue Shield Association. However, we also must
serve our customers in ways that maximize our
prospect of retaining their business if, under
less cooperative conditions, other Blues move
into Florida.

Environmental Assessment
Our environmental assessment was discussed
at the July Board meeting. Developments since
then have reinforced our conclusion that our
industry will continue to experience vast change
related to three major trends: consumer empow
erment, E-business, and financial services
modernization; and two areas of significant
uncertainty, public policy and the Blues system.
For all products and services, consumers
are demanding more convenience, timeliness,
consistency, quality, control, personalized service,
and choice. Our industry will need to meet those
expectations. In particular, if employers shift to
defined contribution plans, consumers will
assume more accountability for and control of
their health care purchasing. This will d rive the
development of new health care financing and
delivery models. Development of programs to
respond to evolving consumer needs will have
significant ramifications on network and provider
relationship strategies.
E-business and E-commerce will be a key factor
in reshaping the world's economy. E-business
tools will enable new models for bringing value to
the customer. Resulting capabilities that support
products and cost structures will fundamentally
dismantle the current form of the health care
industry. Components of the current value chain
that will be significantly reshaped or replaced
include distribution, customer service,
and financing.
The G ramm-Leach-Bliley Act (financial services
modernization) and its regulations will reshape
industry boundaries by enabling further integra
tion of banks, brokerages, and insurance compa
nies. They also will add to the complexity of the
regulatory environment - at least until federal
and state regulatory responsibilities are clarified .
Financial services modernization presents both
opportunities and threats. It will provide

opportunities for us to expand our products and
services beyond health care into a wider array
of new products, using both our existing and
new business models. In combination with the
capabilities provided by E-business and E-com
merce, it greatly enhances opportunities for
product innovation. It also represents a threat
from potential new entrants that might compete
in traditional and/or new markets.
In many respects, managed care's opponents
have won the public relations battle and, there
fore, have enjoyed considerable success in the
public policy arena. Attempts to increase liability
for health care insurers and employers may d rive
competitors out of the market and prompt some
self-insured employers to discontinue providing
health care benefits as currently structured.
Legislators and regulators continue to limit
how health insurers can serve their customers
with respect to benefits, provider payments,
and product pricing. Proponents of a single
payer system stand ready to take advantage
of any opportunity to ad vance their position.
The level of conflict and dissension among the
Blue Cross and Blue Shield companies continues
to increase. Specific issues that divide the Blues
are double branding, exclusive service areas, and
the fee structure of national programs such as
BlueCard . These issues threaten a major BCBSF
corporate asset, the Blue Cross and Blue Shield
name and marks. The loss of exclusive service
areas would increase competition and, more
importantly, significantly dilute the Blue brand.
It would cause considerable market confusion,
not only for customers, but for providers as well.
Because of their diverse perspectives, conclu
sions, and intentions, Blues companies are going
in different strategic directions leading to disunity.
At the extreme, a disintegration of the Blues
system is possible.
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To meet the need for talented human resources,
2001 will see a continuing focus on improving
employee selection and development processes,
and enhancing our performance management
and reward capabilities. Improved employee
communication programs and overall employee
satisfaction will also be emphasized .
A major undertaking for the organization in 2001
will be preparing for implementation of ad minis
trative simplification provisions from the H ealth
I nsurance Portability and Accountability Act
which mandates standardization of electronically
transmitted ad ministrative and financial health
information. Final regulations were released in
November 1 999, with compliance mandated
for October 2002.
Information management strategies will be
implemented in 2001 to support effective and effi
cient use of information technology. These strate
gies will help provide accurate, secure, high quali
ty, readily accessible data and information for cor
porate problem-solving, decision-making, and sup
port of customer service.
We will continue to pursue development of
strategic capabilities, as well as continuous
improvements to existing processes. Following
Virtual Office's successful implementation of
online claims adjudication for HM O simplified
products in 2000, we will focus 2001 efforts
on statewide deployment of H M O claims
capabilities, replacing the current medical
clearance process with an Internet-based
application to be deployed for all lines of health
business, and establishing capabilities to process
PPO claims. Work will also continue on the G roup
and M ember Acquisition initiative which focuses
on developing mechanisms to rapidly identify
prospects, qualify them, issue rate quotes, and
enroll and re-enroll members. Ongoing strategic

planning work also continues as an important
priority, especially as we continue work to identify
the future health business model.
To better plan, manage, coordinate, and monitor
key corporate initiatives, we will continue to build
a corporate project management office in 2001.
Our plan continues to demonstrate a commit
ment to implementing and enforcing policies,
programs, and practices to maximize compliance
with all applicable laws and regulations, and with
our own standards of conduct.
Public U n d ersta nding

We face a very dynamic and difficult
environment. M ore than ever, the environment
is influenced by state and, particularly, federal
politics, which, in turn, are influenced by
unfavorable perceptions of our industry. The
public's negative perceptions are further
compounded by consumers' increasing demand
for more choices to meet their varying needs.
Consumers' positive experiences with other
service industries often leave them feeling
frustrated with their health plan and diminishes
the value they see in our products. Adding to the
challenges we face in the current environment is
the need to maintain and improve key publics'
positive perceptions of BCBSF - especially as
the company makes decisions to change provider
networks, change benefits, and implement
further rate increases in 2001.
Priorities for 2001 are strengthening our brand,
influencing development of positive public policy,
and developing and deploying affordable health
care choices. To support brand management, we
will continue our long-term campaign to educate
consumers, customers, and policymakers on the
value we bring to the market. These efforts will
focus on enhancing the image of BCBSF as a
leader in providing affordability, quality, choice,
satisfaction, and service.
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Executive Summary

Aggressive and proactive efforts to positively
influence public policy will also continue in 2001.
Public understanding and influencing campaigns
will be designed to gain support for public policy
consistent with a market-based health care
system. We will propose solutions and practical
ideas to change laws and regulations that harm
our customers, limit choices, and hamper the
market-based system. We will counter organized,
special interest assaults on health plans by devel
oping creative ways to mobilize our customers,
employees and our allies. We will also take
leadership roles within our trade associations and
with other external groups to improve influencing
efforts. The impact of the November 2000
elections on public policy issues will continue
to be evaluated, and strategies to respond will
be developed.

Consolidated Statement of Operations
2001 Plan Versus 2000 Projection and Plan

We will continue to place emphasis on providing
a range of affordable choices to meet diverse and
ever-changing consumer needs. In addition, the
development and deployment of affordable
healthcare choices will help provide solutions to
the uninsured market. We will also provide
assistance to government and community-based
resources in developing caring health care
solutions for those who are unable to
obtain coverage.

National Association
We are continuing to see more competition and
conflict among the Blue Cross and Blue Shield
companies, increased pressure on fees
associated with national account programs, and
a greater threat to the value of the brand - our
most valuable asset. The continuing turmoil in the
industry and the increased desire by some Blues
companies to have regional and even national
reach are speeding the pace of Blues
consolidations and affiliations. We have several
2001 priorities to address these issues.
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Protection of exclusive service areas and brand
integrity will remain a focus. We will continue to
work with other Blues companies and through
the Blue Cross and Blue Shield Association to
secure decisions that maintain and strengthen the
Blues system. However, we will also prepare for
the threat of other Blues moving into Florida and
serve our customers in ways that maximize our
prospect of retaining their business if this occurs.
To enhance our ability to market to Florida-based
national customers, we will focus on developing
better control plan capabilities. Alliances and/or
strategic partnerships with other Blues
companies will be pursued as an avenue for
acquiring these capabilities. We will also continue
to manage the business, legal, regulatory, and
financial issues associated with BlueCard and
other national programs, raising awareness
of the Association and Blues companies
where necessary.
Activities to try to influence Association thinking
regarding appropriate recognition for the value
BCBSF brings to the market and the Blues sys
tem will continue as a priority in 2001. The focus
will be on adequate compensation for network
access and administration. We will also evaluate
alternative revenue sources to stabilize and
enhance the profitability of this business.
Delivery of Association mandates and licensing
standards will also continue as a priority in 2001.
We will place increased pressure on the Blues
system to ensure that any new mandates or
standards provide substantial financial returns.
We will also continue to manage the Federal
Employee Program, an important Association
program, including an increased focus on
contract compliance and the potential effect on
our administrative expense and risk exposure.

($Millions)

2000
Plan 1
Revenue3

2000
Projection

2001
Plan 2

Change

Change

%

$4, 8 40

$4, 961

$5,715

$75 4

15%

59

73

78

5

--

Total Revenue

4,899

5,034

5,793

759

1 5%

Claims and medical expense3

3,836

3, 9 46

4,523

577

15%

952

980

1 , 060

80

--

4,788

4,926

5,583

657

1 3%

Before tax income

11 1

108

210

102

9 4%

Income Tax

39

38

76

38

100%

Net Income

$ 72

$ 70

$ 1 34

$ 64

91%

Investment/related income

Operating expense (net)

Total Expense

7%

8%

1

Reflects a restatement of operating expense with an offsetting reduction in medical expense.

2

The 2001 plan includes an operating loss for the E-business sector of $8.5 million. During the year,
business opportunities will be developed and business ventures likely created which are not reflected
in the 2001 plan. These will require start-up costs that may result in additional losses for the E-business
sector during 2001.

3

Excludes premium equivalents.

Executive Summary

2001 Plan Overview by Business Sector
Business Sector

2 001 Plan Priorities

Overall Enterprise

• Continue public policy influencing activities to
achieve positive outcomes. Develop and initiate
plans to respond to potential adverse outcomes
• Enhance influencing activities to achieve positive
outcomes in the Blue Cross and Blue Shield system
of companies. Develop and initiate plans to respond
to potential adverse outcomes
• Develop future business model that considers the
importance of consumer empowerment, E-business
and financial services modernization
• Develop initiatives that address the enterprise areas
of excellence - information, brand management, and
organization effectiveness (including continued
assessment of corporate structure options)

Health Business Sector

• Develop and begin implementation of affordable
healthcare choice products
• Improve customer service and initiate transition to
customer-centric organization
• Implement process improvements such as
Virtual Off ice, Information Management, and
the Group and Member Acquisition System
• Achieve profitable growth (2001 plan reflects 1 6%
revenue growth and 1 03% profit growth)

Diversified Business Sector

Diversified Business' long-term strategy is to
become a multi-product organization dedicated to
focusing on its customers' needs and satisfying
them in a caring, competitive manner. To achieve
this goal, Diversified Business will leverage the
BCBSF brand and its Florida market customer
base, seeking growth and profitability in new, as
well as existing, products. Immediate priorities
are to maintain/improve performance of existing
products and markets while also assessing new
opportunities. Plan priorities for 2 001 are
summarized by the following four focus areas.

• Improve profitability of existing business

Customer Focus

• Achieve growth in dental and long-term care products

Attention will continue to be focused on meeting
customer needs. This includes developing new
products and services as well as exceeding serv
ice expectations of our customers.

• Evaluate unprofitable lines of business

Profitability

Profits before income taxes are expected to grow
by approximately 27% in 2 001 to $3.8 million. This
increase is attributable to improved profitability in
the fully insured workers' compensation business,
albeit still at a small loss, and profitable growth in
the long-term care line. Diversified Business
planned unit costs are lower in 2 001 than 2 000,
with all product lines demonstrating year over
year improvement.

Research and Development

The 2 001 plan includes research and development
activities within Diversified Business to identify
and assess business diversification opportunities.
However, start-up costs are not reflected in the
2 001 plan for any new business diversification.

• Improve profitability
• Assess and develop diversification opportunities
• Improve risk management

E-business Sector

Diversified Business is a group of insurance
and related businesses focused on serving its
customers and those of BCBSF by packaging
products and services, providing choices, and
delivering caring solutions. In this way, Diversified
Business meets customer needs and supports
enterprise objectives for profit, retention, and
sales. Major product lines currently include life
and disability, dental, long-term care, workers'
compensation, and third party administration
services. Additionally, Diversified Business helps
identify, analyze, and develop new diversification
opportunities for BCBSF.

• Provide caring solutions/increase customer focus

• Continue diversification/research and development

Government Business Sector

Diversified Business Plan Highlights

• Implement the organization
• Develop new business models to address health
industry changes

Growth

Revenue is projected to grow 1 8% in 2 001. This
growth is driven by an increase in dental revenues
resulting from the introduction of a full line of
group dental products in 2 000, as well as signifi
cant growth in long-term care premium.

• Assess opportunities
• Leverage existing capabilities with other
business partners
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Government Business Plan Highlights
The Government Business sector is legally
structured as Diversified Service Options, Inc.,
a wholly owned subsidiary of Blue Cross Blue
Shield of Florida created in May 1 998 to hold its
traditional Medicare business. Currently,
Diversified Service Options, Inc. holds one
operating company, First Coast Service Options,
Inc. and has a 50% ownership interest in
TriCenturion, LLC. First Coast Service Options, a
for-profit Florida corporation, is primarily involved in
administering the traditional Medicare program in
Florida and Connecticut. TriCenturion, LLC., a for
profit Delaware corporation, is a joint venture with
Blue Cross and Blue Shield of South Carolina
focused on winning contracts associated with pro
tecting the Medicare program from fraud, waste,
and abuse.
Government Business' overarching strategy is
driven by a need to diversify its book of business
and improve its profitability. The strategy for
meeting this need emphasizes two actions:
( 1 ) taking existing capabilities to new, more
profitable markets, and (2) developing new
capabilities, with increased profit potential, for
existing markets. By aggressively leveraging its
capabilities and markets, Government Business
expects to increase profitability in 2001.
To move in its strategic direction, Government
Business has created business and operating
plans framed around the following six strategic
imperatives or critical success factors.
Create Value for Customers
Create value for customers by anticipating - not
just reacting to - their needs. "Raising the bar"
from good service to value creation will help
Government Business create the market reputa
tion it needs to be successful and retain existing
business. In 2001 , Government Business also will
focus on creating a brand identity and building a
better understanding of its changing customer base.
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Achieve Financial Plan
Generate pretax income of $4. 2 million in 2001
to compensate BCBSF for the use of its capital.
Improve Government Business Risk Profile
Balance the risk/reward proposition by
improving Government Business' risk profile.
Priorities in 2001 will focus on continuing
to enhance the control and compliance
environment, better protecting business
data and information, and improving risk
management capabilities.

Improve Business and Organizational Processes
Continuously improve processes in support of
Government Business' strategy. A comprehensive,
coordinated plan for improving organizational
effectiveness will be used in 2001 that includes a
process orientation rather than a functional one. In
2001 , Government Business also will align its
structure to better actualize its strategy.
Diversify Away from Traditional Medicare
Government Business' greatest strategic
vulnerability is that its business is concentrated
in traditional Medicare program administration.
Diversified growth, both in terms of taking existing
capabilities to new markets and building new
capabilities for existing markets, is responsive
to that vulnerability and is a priority for 2001 and
beyond. As a result, revenue/operating income
generated outside of traditional Medicare is
planned to increase in 2001.

Cultivate Culture Needed for Success
In 2001 , Government Business will continue to
address the most significant gaps between its
current culture and one that would better serve
its strategy. Improvements will be targeted in
leadership development, use of technology,
and people practices.

At the enterprise level, the 2001 focus will be on
public policy and the system of Blue Cross and
Blue Shield companies. For public policy, we will
continue our long-term campaign to educate
consumers, customers, and policymakers on the
value we bring to the market. In particular, we will
place emphasis on our strategy to provide a range
of affordable choices that meet diverse, ever
changing consumer needs and enhance the
image of BCBSF as a leader in the industry with
respect to issues of affordability, quality, choice,
satisfaction, and service. We will also continue
with influencing efforts at both the federal and
state levels to promote sound public policy that
is consistent with consumer needs and a market
based system. At the same time, we will prepare
for unfavorable public policy decisions that would
reduce our options in the health business.
We will continue our efforts to influence
decisions to strengthen the Blues system by
working with other plans and through the Blue
Cross and Blue Shield Association. These efforts
will focus on protecting exclusive service areas
and brand integrity. However, we also must serve
our customers in ways that maximize our
prospect of retaining their business if, under less
cooperative conditions, other Blues move into
Florida. As consolidation continues in the Blues
system, our role and desired outcomes will be
a key area of strategic focus over the next
1 8 - 2 4 months.
Selective profitable growth is the driving factor of
our 2001 marketing plan. The brand promise and
the product and services delivery strategy will be
the foundation for Health Business marketing
efforts. Keying off the strong enrollment growth
in 1 998-2000, our expected net gain for Health
Business in 2001 is 95,000 contracts, or 1 6 1 ,500
members. A retention rate of 878% is targeted.
Our 2001 plan reflects selective pursuit of growth

opportunities, continuing with a disciplined
approach to pricing and underwriting to remain
profitable. Significant growth also is expected in
our Diversified Business sector - revenue is
projected to increase by 1 8% over 2000 driven
by growth in dental and long-term care business.
Consolidated net income of $1 3 4 million is
planned for 2001. This reflects an increase of
86% compared to our 2000 plan, and 91 %
compared to our current 2000 forecast. Excluding
the reduction in National Accounts access fees of
approximately $1 0.0 million and the $8.5 million
operating loss associated with the E-business
start-up, planned pre-tax income is up approxi
mately 1 1 2% over the current 2000 forecast.
Year-end equity is forecasted at $1. 1 01 billion. Our
2001 plan reflects the continuation of significant
pricing actions to improve profitability. Managing
medical costs and administrative costs continue
to be areas of focus, acknowledging that there
are significant upward pressures in industry-wide
medical costs. The corporation's balance sheet
remains strong, and we expect to maintain our
favorable ratings from A. M. Best and
Standard & Poors.
In summary, the plan for 2001 is balanced and
reflects sound business performance which
positions us well to actualize our strategies based
on what we know about the future environment.
Our strategic planning work will continue, and
plan changes may be needed as environmental
issues become clearer, particularly those revolv
ing around public policy and Blues system issues.

E-business Plan Highlights

Executive Summary
Our 2001 plan responds to the many challenges
and opportunities we and our industry face. The
plan's key theme is balance - balance between
growth and profit in 2001 operating goals; balance
between short-term results and investment in the
future; and balance between improving the health
business and seizing opportunities to diversify
the enterprise.
As discussed at the July Board meeting, we see
five forces driving fundamental change of our
business environment. Empowered consumers,
E-business, and financial services modernization
are three trends that will redefine how we bring
value to customers. Public policy and the future
Blue Cross and Blue Shield system present vast
uncertainty that could drastically reshape the
health industry and our company in particular.
We will continue to monitor all five of these
forces and the changes they produce, revising
both our strategies and the 2001 plan
as necessary.
In response to the environmental forces, we have
developed a strategic direction that is anchored by
an enterprise vision: "A company focused primari
ly on the health industry, delivering value through
an array of choices."
The core of the enterprise remains the health
business. Its continued growth and profitability is
key to our future success. However, in using the
term health industry rather than health care we
intend to broaden our view of the business. We
want to capture part of the dollars consumers
spend on health beyond what has traditionally
been included in health insurance products.
" Delivering value through an array of choices "
requires that we leverage the assets we have
developed over many years in the health business
to build and grow the other sectors. By emphasiz
ing governance and management of the enter
prise by sector, we will assure the appropriate

focus on each sector. For Diversified Business,
Government Business, and E-business, the
direction is to leverage the enterprise's assets to
achieve rates of growth and profitability greater
than the Health Business sector.
The Health Business sector will continue to
balance 2001 growth and profitability while
addressing the vision of " affordable health care
choices." The development and implementation
of new products that provide choices to our cus
tomers is critical for 2001. This must be achieved
with greater customer focus, including improved
service and better understanding of customer
needs. These priorities will be reinforced as the
organization implements continuous improvement
as a core element of operating the business.
The Diversified Business sector will focus on
growth and profitability of current products while
pursuing opportunities to diversify into new prod
ucts that both gain new customers and gain
wallet share of current customers. The
Government Business sector has three areas
of priority for 2001 : ( 1 ) grow the traditional
business of administering Medicare A and B
contracts; (2) diversify into business opportunities
in which existing capabilities can be used to
create profit for the sector; and (3) continue to
improve the ability to manage the risk of
government business.
Our new E-business sector will focus on leverag
ing assets through business arrangements that
return economic and strategic value to the
enterprise. A major part of the E-business plan
for 2001 is the design of the business model that
is shaped by the environmental trends of
E-business, empowered consumers, and financial
services modernization. This is critical to our
success in the future health industry and in pro
tecting our customer base with optional products
that evolve under the new business models.

Based on our environmental assessment,
one of the key factors that will drive change
is E-business and E-commerce. There are new
business models emerging that will be enabled
and driven by E-business. In response to the
opportunities and threats, the E-business
sector has been created to address these
business challenges.
The E-business sector's vision is to " leverage
key enterprise assets through business ventures
(partnerships and alliances) that create value
for the enterprise." Enterprise assets such as
membership, providers, various relationships,
capabilities, information, and the Brand offer
tremendous leverage for developing and
exploiting opportunities. The E-business sector
will focus on new E-business models, versus
application of E-commerce to the current busi
ness processes. Use of E-commerce to enhance
current business processes will continu e to be
the responsibility of each business sector based
on their strategy.
The Internet's pace of change will require
an ongoing and near real time capability to
understand emerging threats, market
discontinuity, and related opportunities. Speed
and innovation will be critical, as will use of
strategic alliances and affiliations.
The E-business sector will use a disciplined
approach in the development of the opportunities
chosen for business ventures. There are three key
steps in the process: opportunity identification,
conceptual modeling, and business plan
development. Each opportunity will have to
meet a defined set of criteria and financials
before approval for investment is received.

The 2001 plan includes start-up costs for the
E-business sector of $8.5 million. During the year,
business opportunities will be developed and
business ventures likely created which are not
reflected in the 2001 plan. These will require
start-up costs that may result in additional losses
for the E-business sector during 2001. These will
be approved and funded from the investment
funds approved by the Board of Directors in the
creation of the E-business structure.
Priorities for 2001 will focus on the following
four areas.
Implement the Organization
Create the structure and continue to staff the
organization, implement areas of excellence, and
transition to managing the organization.
Develop New Business Models
Develop new business models that are based
on the trends and uncertainties occurring in
the health industry.
Assess Opportunities
Evaluate opportunities that allow us to leverage
assets and provide needed capabilities for the
enterprise while creating an attractive return on
the investment.
Leverage Capabilities
Develop appropriate business plans based on
commercialization of existing capabilities that can
be packaged and marketed to external clients.
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S U BJ ECT: 2001 ENTERPRISE PLAN SUMMARY

On November 2 1 , 2000 the BCBSF Board of Directors approved our 200 1 plan. · We are very
appreciative of the work efforts, support, and teamwork that went into the 200 1 plan
development effort. Actualizing this plan will present many challenges and opportunities - but
with your ongoing support, we are confident that we can achieve this plan and ensure our
continued success and leadership in the market.
Attached is a copy of our 200 1 Enterprise Plan Summary. The information in this booklet is
essentially the same- as the word document e-mailed to you on November 7, 2000 with only
minor formatting or editing changes. The 200 1 Enterprise Plan Summary provides a high level
summary of 200 1 plan priorities and their alignment with strategy. It includes information at the
enterprise level and for each of our four business sectors. The operating plans and proj ect plans
previously developed by each business sector provide additional supportive details.
The organization' s attention should now be focused on actualizing our 200 1 plan. Work should
be underway to program out detailed action plans to ensure alignment of resources to accomplish
200 1 plan obj ectives and goals. This work also includes the human resource planning currently
underway in each functional group to address diversity and coaching and development.
Since the 200 1 Enterprise Plan Summary provides the foundation for our work, we want to
ensure that the organization understands enterprise plan priorities, and the alignment of their
plans and work activities, and resources to these priorities. We encourage you to review this plan
summary and address any questions you may have with your management. We will also be
asking you to conduct TWC sessions with your staff regarding 200 1 plan priorities. A
communication package is currently being developed to help conduct these meetings. We
anticipate that this material will be distributed within the next week to each Group Vice
President.
In closing, we want to thank you for your efforts in developing our 200 1 plan. We now ask for
your commitment in communicating and achieving the plan.

